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MEMORANDUM FI NDI NGS OF FACT AND OPI NI ON

KROUPA, Judge: Respondent determ ned a $2,206 deficiency in
petitioners’ Federal incone tax for 2003. After concessions,! we
are asked to decide two issues. First, we are asked to decide
whet her petitioner Christopher Farran (M. Farran) was away from

hone when he worked as an airline mechanic for Northwest Airlines

!See infra note 2 for the concessions each party nade.
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(NWA) in Detroit, Chicago, and Boston to determ ne whet her
petitioners are entitled to deduct expenses for his vehicle,
meal s, and | odging while M. Farran was away from Farm ngton,
M nnesota, in the Mnneapolis area where he normally lived. W
concl ude that he was not away from hone. Second, we are asked to
deci de whet her petitioners substantiated various other expenses.
We concl ude that petitioners have substantiated and are entitled
to deduct sone of these other expenses.
FI NDI NGS OF FACT

Sone of the facts have been stipulated and are so found.
Petitioners resided in Dallas, Georgia, at the tine they filed
t he petition.

M. Farran’s Enpl oynent With NMA

M. Farran was an airline nechanic for NWA beginning in 1998
and continuing through 2003. M. Farran worked in M nneapolis
until 2001.

NVWA sent | ayoff notices to sone of its enployees when it
experienced financial difficulties. The enpl oyees receiving the
notices could either choose to accept the layoff or exercise
their seniority. Seniority depended on the length of tinme an
enpl oyee worked for NWA regardl ess of where the airline facility
was | ocated. An enployee with higher seniority could bunp an
enpl oyee with less seniority and take that enpl oyee's position.

The enpl oyee with less seniority could then take the | ayoff or
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find anot her enployee with |l ess seniority to bunp. This
seniority bunping arrangenent was in place across the country, so
that an NWA nechanic | ooking to keep his or her job at NWA had to
| ook at several different cities to find a | ess senior enpl oyee
to bunp. Most enpl oyees exercised their seniority in the way
that woul d give thempositions in cities as close as possible to
their famlies.

M. Farran first received a bunp notice in late 2001. M.
Farran chose to exercise his seniority and bunp anot her enpl oyee
rat her than accept the layoff. M. Farran was able to bunp to a
position in the relatively close |ocation of Duluth, but was then
bunped again to Detroit, where he started in Novenber 2001. M.
Farran worked in Detroit until February 3, 2003, and then was
bunped again, this tinme exercising his seniority to take a
position in Chicago. M. Farran worked for NWA in Chicago from
February 4 through February 25, 2003. M. Farran was then bunped
a final tinme and exercised his seniority to take a position in
Boston, where he worked from February 26 through March 21, 2003.
M. Farran ceased working for NWA on March 22, 200S3.

M. Farran was unenpl oyed after he left NWA until Novenber
17, 2003. M. Farran searched for a job during those nonths and
t ook courses at Dakota County Technical College, including
courses in hydraulics, industrial electronics, and notor

controls. These courses expanded M. Farran’s skills as an
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airline nmechanic and built on the know edge M. Farran al ready
had. M. Farran received a certificate or sone other type of
credential for conpleting the program M. Farran drove back and
forth frompetitioners’ hone in Farm ngton, Mnnesota, to the
coll ege on the days his classes net.

M. Farran ultimately accepted a position with Gulfstream
Aerospace in Atlanta, Ceorgia, starting Novenber 17, 2003. M.
Farran worked for Qulfstream Aerospace until July 2004.

M. Farran’s positions in Detroit, Chicago, and Boston had
no specific end dates. The timng of a return to the M nneapolis
area woul d depend on NMA's needs for nmechanics in that city as
wel | as the choices of other mechanics al so subject to the
seniority system

M. Farran's famly stayed in Mnnesota at the famly
residence while M. Farran was working for NWA in Detroit,

Chi cago, and Boston, and M. Farran returned periodically to
visit them VWhile M. Farran was working in Detroit, Chicago,
and Boston, he found that hotels were quite expensive and
determined it would be inpossible to get an apartnent. He
decided it would be inpractical to nove his famly to these

| ocations and nostly lived in his car. M. Farran kept a

cal endar for 2003 in Mnnesota on which he and his wife
periodically noted anmounts M. Farran incurred for hotels,

m | eage, and food.
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Petitioners maintained Internet access at the M nnesota
residence for the whole year. M. Farran used the Internet when
he was in Mnnesota to search for a job and to nonitor
i nvestnments, but no other famly nmenber used it. M. Farran al so
i ncurred sonme other costs, such as for resune paper, in his job
search. M. Farran also had a cellular phone during 2003 that he
acknow edged using for personal calls. M. Farran’s famly noved
to Georgia at a date not evident in the record and lived in
Ceorgia at the tinme of trial

M. Farran used sone of his own tools in his work for NWA
M. Farran also wore a uniformwhile he worked for NMA. He
generally wore one shirt per day and cleaned his clothing in a
washi ng machine. M. Farran estimted that he worked
approximately 22 days per nonth for NWA

Petitioner Kristie Farran (Ms. Farran) was a substitute
teacher during 2003. M. and Ms. Farran donated a 1989 Ponti ac
Sunbird with a Kelley Blue Book val ue of $1,750 to Vol unteers of
America, Inc. in April 2003. Volunteers of America |ater sold
this vehicle in “as is” condition for $40. M. and Ms. Farran
contributed sone itens to Goodwi || and al so bought itens for
their children’s school during 2003.

Petitioners’ Return

Petitioners clainmed certain expenses on Schedule A Item zed

Deductions, on the return for 2003. Respondent exam ned the
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return and issued petitioners a deficiency notice in which he
di sal l oned many of the expenses. O the expenses still in
di spute,? petitioners assert they are entitled to clained noncash
charitable contributions as well as unrei nbursed enpl oyee
busi ness expenses. The unrei nbursed enpl oyee busi ness expenses
petitioners clained include expenses for M. Farran’s vehicl e,
| odgi ng, and neals while in Detroit, Chicago, and Boston as well
as expenses for Internet access, uniformcleaning, tools,
depreciation of tools, personal property taxes, job searching,
suppl i es, parking, publications, cellular telephone, and
education m | eage.

Petitioners tinely filed a petition.

OPI NI ON

The parties resolved many of the disputed expenses before
trial. W are asked to determ ne whether petitioners are
entitled to deduct the remaining expenses. W begin by
consi dering whether M. Farran was away from hone when he
i ncurred expenses for his vehicle, nmeals, and lodging in Detroit,

Chi cago, and Bost on.

2Respondent concedes that petitioners are entitled to deduct
State and | ocal taxes, real estate taxes, a portion of personal
property taxes, hone nortgage interest, tax preparation fees, a
portion of job search expenses including job search m | eage
expenses, job union m | eage expenses, certain anounts for tools,
and union dues. Petitioners concede that they are not entitled
to deduct cash contributions to charity and a portion of uniform
cl eani ng expenses.
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Travel Expenses VWile Anay From Hone

We begin by briefly outlining the rules for deducting travel
expenses. A taxpayer nmay deduct reasonable and necessary travel
expenses such as vehicl e expenses, neals, and | odging incurred
while away fromhonme in the pursuit of a trade or business.

Secs. 162(a)(2), 262(a).® A taxpayer nust show that he or she
was away from honme when he or she incurred the expense, that the
expense i s reasonabl e and necessary, and that the expense was

incurred in pursuit of a trade or business. Comm SSioner V.

Fl owers, 326 U.S. 465, 470 (1946). The determ nation of whether
t he taxpayer has satisfied these requirenents is a question of
fact. 1d.

The purpose of the deduction for expenses incurred away from
home is to alleviate the burden on the taxpayer whose busi ness
needs require himor her to maintain two honmes and therefore

incur duplicate living expenses. Kroll v. Comm ssioner, 49 T.C

557, 562 (1968). The duplicate costs are not deductible where
the taxpayer maintains two hones for personal reasons. Sec. 262;

Conmi ssioner v. Flowers, supra at 474.

A taxpayer may deduct the expenses he or she incurred while

away fromhone. Sec. 162(a)(2). The word “hone” for purposes of

SAll section references are to the Internal Revenue Code in
effect for 2003, and all Rule references are to the Tax Court
Rul es of Practice and Procedure, unless otherw se indicated.
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section 162(a)(2) has a special neaning. It generally refers to
the area of a taxpayer’s principal place of enploynent, not the

t axpayer’s personal residence. Daly v. Comm ssioner, 72 T.C.

190, 195 (1979), affd. 662 F.2d 253 (4th Gr. 1981); Kroll v.

Conmi ssi oner, supra at 561-562.

There is an exception to the general rule that a taxpayer’s
tax home is his or her principal place of enploynent. Peurifoy

v. Comm ssioner, 358 U S. 59, 60 (1958). The taxpayer’s tax hone

may be the taxpayer’s personal residence if the taxpayer’s

enpl oynent away from hone is tenporary. 1d.; Mtchell wv.

Conmi ssioner, T.C. Menp. 1999-283. On the other hand, the

exception does not apply and the taxpayer’s tax honme renains the
princi pal place of enploynent if the enploynment away from hone is

i ndefinite. Kroll v. Commi ssioner, supra at 562.

It is presuned that a taxpayer will generally choose to live

near his or her place of enploynent. Frederick v. United States,

603 F.2d 1292, 1295 (8th Cr. 1979). A taxpayer nust, however,
have a principal place of enploynent and accept tenporary work in

anot her location to be away fromhone. Kroll v. Conm ssioner,

supra. A person who has no principal place of business nor a
pl ace he or she resides permanently is an itinerant and has no
tax honme from which he or she can be away. Deaner v.

Comm ssi oner, 752 F.2d 337, 339 (8th Gr. 1985), affg. T.C. Meno.

1984-63; Edwards v. Commi ssioner, T.C Meno. 1987-396.
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Al'l the facts and circunstances are considered in
determ ni ng whet her a taxpayer has a tax hone. See Rev. Rul. 73-
529, 1973-2 C.B. 37 (describing objective factors the
Commi ssi oner considers in determ ning whether a taxpayer has a
tax hone). The taxpayer nust generally have sonme business
justification to maintain the first residence, beyond purely

personal reasons, to be entitled to deduct expenses incurred

while tenporarily away fromthat hone. Hantzis v. Comm Ssioner,

638 F.2d 248, 255 (1st G r. 1981); Bochner v. Conm ssioner, 67

T.C. 824, 828 (1977); Tucker v. Conm ssioner, 55 T.C. 783, 787

(1971). \Were a taxpayer has no business connections with the
area of primary residence, there is no conpelling reason to
mai ntai n that residence and i ncur substantial, continuous, and

duplicative expenses el sewhere. See Henderson v. Conm ssi oner,

143 F.3d 497, 499 (9th Gir. 1998), affg. T.C. Menmp. 1995-559:

Deaner v. Commi ssioner, supra;, Hantzis v. Conm Ssi oner, supra.

In that situation, the expenses incurred while tenporarily away

fromthat residence are not deducti bl e. Hant zi s v. Conmi Ssi oner,

supra; Bochner v. Commi ssioner, supra; Tucker v. Conmni Sssioner,

supra; see McNeill v. Conmm ssioner, T.C Menp. 2003-65; Aldea v.

Conmmi ssioner, T.C. Menp. 2000-136.

Once M. Farran was bunped from M nneapolis, he had no job
to return to there. H's choices were to be laid off and have no

wor k, or to bunp other enpl oyees and nove to different cities to
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conti nue working. NWA gave M. Farran no end date for his
positions in Detroit, Chicago, and Boston. NWA no | onger
required M. Farran to perform any services whatsoever in the
M nneapol is area once he was bunped. M. Farran searched for
work in the Mnneapolis area and took classes to further his
education, but was unsuccessful in finding a position in the
M nneapolis area. |In fact, he ultimately accepted a position in
Dal | as, Georgia. Although Ms. Farran and the famly remained in
the famly residence with occasional visits fromM. Farran while
M. Farran worked in Detroit, Chicago, and Boston, this fact
al one does not dictate that M. Farran’s tax hone was in
Far mi ngton, M nnesota, where the fam |y residence was | ocated.
Unli ke traveling sal espersons who may be required to return to
the home city occasionally between business trips, M. Farran’s
business ties to M nneapolis ceased when he was bunped.

The Court understands that the NWA nechanics’ |ives were
unsettled and disrupted. Mechanics did not know how | ong t hey
woul d have a job in once specific location. They only knew the
system was based on seniority. They could bunp |ess senior
enpl oyees, and they coul d be bunped by nore senior enpl oyees.
Wil e we acknowl edge that M. Farran would have |liked to return
to the Mnneapolis area to work for NMA, M. Farran did not know
when such a return woul d be possible due to the seniority system

The likelihood of M. Farran’s return to a position in
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M nneapol i s depended on NWA's needs for nechanics there as well

as the choices of nore senior nechanics. M. Farran did not know
how | ong he would be in Detroit, Chicago, or Boston or where he

m ght go next. It was not foreseeable that he would be able to
return to Mnneapolis at any tine due to the seniority system
Thus, we concl ude there was no business reason for petitioners

to maintain a home in the Mnneapolis area. Petitioners kept the
famly residence in the Mnneapolis area for purely personal
reasons. Petitioners have failed to prove that M. Farran had a
tax home in 2003. Accordingly, M. Farran was not away from honme
in Detroit,* Chicago, and Boston, and the expenses he incurred
while there are not deductible.?®

Subst anti ati on of Expenses

We next turn to the substantiation issues to determ ne
whet her petitioners are entitled to deduct any remaining
expenses. W begin by noting the fundanental principle that the

Comm ssioner’s determ nations are generally presuned correct, and

“Even if we had found that M. Farran’s tax honme during 2003
was Farm ngton, M nnesota, M. Farran nmay not be treated as
tenporarily away from honme while he worked in Detroit because the
position | asted over a year. See sec. 162(a).

5I't is unclear fromthe record whether petitioners are al so
claimng travel expenses with respect to M. Farran’s position
with Gul fstream Aerospace in CGeorgia. Petitioners have
i ntroduced no testinony or evidence with regard to M. Farran’'s
enpl oynment in Georgia, and we nust therefore concl ude that
petitioners have failed to prove that M. Farran was away from
home when he incurred travel expenses in CGeorgia.
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t he taxpayer bears the burden of proving that these

determ nations are erroneous.® Rule 142(a); I NDOPCO, Inc. v.

Commi ssioner, 503 U.S. 79, 84 (1992); Wl ch v. Helvering, 290

U S 111 (1933). Mreover, deductions are a matter of

| egislative grace, and the taxpayer has the burden to prove he or
she is entitled to any deduction clainmed. Rule 142(a); Deputy v.
du Pont, 308 U S. 488, 493 (1940); New Colonial Ice Co. v.

Hel vering, 292 U. S. 435, 440 (1934); Wl ch v. Helvering, supra.

Thi s i ncludes the burden of substantiati on. Hr adesky v.

Commi ssioner, 65 T.C. 87, 90 (1975), affd. per curiam540 F.2d

821 (5th Cr. 1976).
A taxpayer nust substantiate amounts claimed as deducti ons
by mai ntaining the records necessary to establish he or she is

entitled to the deductions. Sec. 6001; Hradesky v. Commi Ssi oner,

supra. The taxpayer shall keep such permanent records or books
of account as are sufficient to establish the anounts of
deductions clainmed on the return. Sec. 6001; sec. 1.6001-1(a),
(e), Income Tax Regs. The Court need not accept a taxpayer’s
self-serving testinmony when the taxpayer fails to present

corroborative evidence. Beam v. Conm ssioner, T.C. Mnob. 1990-

SPetitioners do not claimthe burden of proof shifts to
respondent under sec. 7491(a). Petitioners also did not
establish they satisfy the requirenents of sec. 7491(a)(2). W
therefore find that the burden of proof remains with petitioners.
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304 (citing Tokarski v. Conmm ssioner, 87 T.C 74, 77 (1986)),

affd. without published opinion 956 F.2d 1166 (9th Cr. 1992).

Unr ei mbur sed Enpl oyee Busi ness Expenses

We shall now consider whether petitioners are entitled to
deduct the clainmed expenses, beginning with the unrei nbursed
enpl oyee busi ness expenses petitioners clainmed on Schedul e A

In general, all ordinary and necessary expenses paid or
incurred in carrying on a trade or business during the taxable
year are deductible, but personal, living, or famly expenses are
not deductible. Secs. 162(a), 262. Services perfornmed by an

enpl oyee constitute a trade or business. O Mlley v.

Commi ssioner, 91 T.C 352, 363-364 (1988); sec. 1.162-17(a),

| ncome Tax Regs.

| f a taxpayer establishes that he or she paid or incurred a
deducti bl e busi ness expense but does not establish the anmount of
t he deduction, we may approxinmate the amount of the all owabl e
deduction, bearing heavily against the taxpayer whose

i nexactitude is of his or her own nmaking. GCohan v. Conm ssioner,

39 F. 2d 540, 543-544 (2d Cir. 1930). For the Cohan rule to
apply, however, a basis nust exist on which this Court can make

an approxi mation. Vanicek v. Comm ssioner, 85 T.C 731, 742-743

(1985). Wthout such a basis, any all owance woul d anmount to

ungui ded | argesse. WIllianms v. United States, 245 F.2d 559, 560

(5th Gir. 1957).
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Certain business expenses may not be estimted because of
the strict substantiation requirenments of section 274(d). See

sec. 280F(d)(4)(A); Sanford v. Comm ssioner, 50 T.C 823, 827

(1968), affd. per curiam412 F.2d 201 (2d Cr. 1969). For such
expenses, only certain types of docunentary evidence wll
suffice.

Job Search Expenses

W& now exam ne those expenses not subject to the strict
substantiation requirenents, beginning with job search expenses.
Petitioners clainmed $156 for job search expenses during 2003.

The parties stipulated that M. Farran incurred $119. 43 of
j ob search expenses. Petitioners introduced a bank statenent,
receipts, and two bills to support their claimto the additional
anount for job search expenses. Many of the docunents
petitioners submtted are illegible, however, and do not
establish that these anmounts were actually incurred in connection
with M. Farran’s job search. W therefore concl ude that
petitioners are entitled to deduct only the $119.43 of agreed
upon job search expenses.

| nt ernet Access Expenses

Petitioners clainmed $264 for Internet access expenses during
2003. W have characterized Internet expenses as utility

expenses. Verma v. Conm ssioner, T.C Meno. 2001-132. Strict

substantiation therefore does not apply, and we may estimate the
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busi ness portion of utility expenses under the Cohan rule. See

Pi storesi v. Conm ssioner, T.C. Mnob. 1999-39.

The parties stipulated that petitioners paid $219.50 for
M crosoft Online Service in 2003. M. Farran testified that he
used the Internet during 2003 to search for a new job while he
was unenpl oyed and also to nonitor his investnents. M. Farran
also testified that Ms. Farran and their children did not use
the Internet and he did not use it for other personal purposes.

W found M. Farran’s testinony on this issue credible, and
we are convinced that a portion of M. Farran’s Internet use
during the tinme he was unenpl oyed was to search for a job in his
field. W are permtted to estinate the portion of this expense
attributable to job searching under the Cohan rule. W estimate
that 50 percent of M. Farran’s Internet use during the 7 nonths
he was unenpl oyed in 2003 was to search for a job. Accordingly,
we conclude that petitioners are entitled to deduct $64 of
I nt ernet access charges as job search expenses for 2003.

Cl eani ng Expenses for Uniforns

Petitioners clainmed $722 for cl eani ng expenses for M.
Farran’s NWA unifornms. Expenses for uniforns are deductible if
the uniforns are of a type specifically required as a condition
of enploynment, the uniforns are not adaptable to general use as

ordinary clothing, and the uniforns are not worn as ordinary
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clothing. Yeomans v. Comm ssioner, 30 T.C 757, 767-769 (1958);

Beckey v. Commi ssioner, T.C Meno. 1994-514.

We are satisfied that petitioners incurred deductible
expenses to clean M. Farran’s uniforms. M. Farran gave uncl ear
testi nony, however, regardi ng how he cal cul ated the cl eaning
costs. Petitioners introduced a docunent on the letterhead of
his CPA that purports to indicate how the sumwas cal cul ated, but
it suggests an excessive anmount, 22 cleanings for shirts and
pants and 2 for jackets per nonth. M. Farran estimted he
wor ked 22 days per nonth and wore one shirt per day. At trial,
M. Farran conceded that petitioners are not entitled to deduct
cl eani ng expenses for unifornms for the nonths he was unenpl oyed.

W may estimate the anount of deducti bl e cl eani ng expenses
under the Cohan rule. W adopt the unit cost of $1.35 listed on
petitioners’ exhibit as the cost to wash or dry one |oad of
laundry. We find that approximately eight |oads of |laundry for
each of the 5 nonths M. Farran worked is a reasonabl e nunber to
yield 22 clean shirts and pants and 2 jackets per nonth.
Petitioners are therefore entitled to deduct $108 of uniform
cl eani ng expenses in 2003.

Tool Expenses

Petitioners clainmed $831 for tools M. Farran used as an
airline nechanic, and the parties stipulated that petitioners are

entitled to deduct $90.58. A taxpayer is entitled to deduct
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expenses for tools if they are ordinary and necessary busi ness
expenses. Sec. 162(a).

Petitioners have offered no docunentation or testinony
regardi ng the $740. 42 of tool expenses claimed beyond what
respondent allowed. W conclude that petitioners are not
entitled to deduct any additional anmobunt for tools other than the
$90. 58 agreed upon anount.

Depreci ati on Expenses

Petitioners clainmed $115 for depreciation of tools M.
Farran used at his job. The cost of tools with useful lives
greater than a year is recoverable by depreciation. Secs.

167(a), 168(b); Seawight v. Conmm ssioner, 117 T.C. 294, 305

(2001); denons v. Comm ssioner, T.C Meno. 1979-273. M. Farran

testified that he did not have any receipts for the depreciated
tools but identified themas sockets and wrenches he thought
woul d [ ast for years.

The only docunentary evidence petitioners introduced to
support their claimed deduction was a depreciation schedule for
the tools that indicates M. Farran acquired the tools on January
1, 1998. Petitioners did not introduce any receipts to show the
tool s’ purchase price or purchase date.

Petitioners have not substantiated that they are entitled to
a depreciation deduction. Further, we are unable to estinmate any

anount for depreciation under the Cohan rul e because the evidence
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petitioners introduced is inadequate. Petitioners are therefore
not entitled to deduct any anount for depreciation.

Personal Property Taxes

Petitioners claimed $227 of personal property taxes for
2003, and respondent concedes that petitioners are entitled to
deduct $217 of these taxes. Petitioners have presented no
argunent or evidence regarding the additional $10 in personal
property taxes. W conclude that petitioners are not entitled to
deduct the additional $10 in personal property taxes for 20083.
Supplies

Petitioners clainmed $64 for supplies in 2003. Petitioners
i ntroduced several receipts to support their clained expenses for
supplies. Several of the receipts petitioners introduced,
however, appear to be for traveling expenses such as hotels,
parking, and tolls, not supplies. Moreover, the receipts that do
not appear to be for traveling expenses are illegible.
Petitioners introduced no testinony to explain what supplies
petitioners needed for their jobs and what specific supplies
petitioners sought to deduct. W conclude that petitioners have
failed to substantiate their expenses for supplies and are not
entitled to deduct any anount for supplies in 20083.
Par ki ng

Petitioners clained $8 for parking in 2003. Petitioners

submitted a receipt for $5 for parking at Boston Logan
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International Airport dated February 25, 2003, to support their
deduction for supplies. It is unclear whether they want to al so
assert that the $5 was part of the $8 clainmed for parking. |If
this anmount is for parking, it is unclear whether the anmount paid
was a nondeducti ble commuting cost. Wthout nore of an

expl anation, petitioners are not entitled to deduct any anount
for parking expenses in 2003.

Publ i cati ons

Petitioners clainmed $26 for professional publications in
2003. M. Farran testified that this anmount represented books
that he needed for his classes at Dakota County Techni cal
Coll ege. Petitioners have introduced no docunentation or
substantiation of this expense, however. W concl ude that
petitioners are not entitled to deduct the $26 for professional
publ i cati ons.

Expenses Subject to Strict Substantiation Requirenents

We now consi der those expenses that are subject to the
addi tional strict substantiation requirenents under section
274(d). Expenses subject to strict substantiation may not be

estimat ed under the Cohan rule. Sanford v. Conm ssioner, 50 T.C.

at 827.

Cel |l ul ar Phone Expenses

Petitioners clainmed $372 for cellular phone expenses for

2003. Cellular phones are included in the definition of “listed
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property” for purposes of section 274(d)(4) and are thus subject

to the strict substantiation requirenents. Gaylord v.

Comm ssioner, T.C Menp. 2003-273. A taxpayer nust establish the

anmount of business use and the anount of total use for the

property. N tschke v. Comm ssioner, T.C Meno. 2000-230; sec.

1.274-5T(b) (6) (i) (B), Tenporary Incone Tax Regs., 50 Fed. Reg.
46016 (Nov. 6, 1985).

Al t hough the parties stipulated that petitioners paid
$324. 42 for cellular phone service during 2003, petitioners did
not prove that NWA required M. Farran to have a cellul ar phone.
Moreover, M. Farran also admtted at trial that he used his
cel lul ar phone in 2003 to nake personal calls as well as for
busi ness reasons. Petitioners also did not offer any evidence
i ndi cati ng how much M. Farran used his cellular phone in 2003
for business use and how much for personal use. Petitioners
failed to establish that they incurred any expenses to use M.
Farran’s cel |l ul ar phone for business purposes in addition to
t hose they would have incurred had M. Farran used it only for
personal purposes. Petitioners are therefore not entitled to
deduct any cel lul ar phone expenses for 2003.

Educati on M| eage

Petitioners clainmed $461 of education m|eage expenses for
2003. Education expenses are generally deductible as ordinary

and necessary business expenses if either of two alternative
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conditions are satisfied. Sec. 1.162-5(a), Inconme Tax Regs. The
education nust either maintain or inprove skills the taxpayer
needs for his or her trade or business, or the education nust

meet express requirenents set forth by law or regulation or the

t axpayer’s enployer as a condition to the taxpayer’s retention of
his or her enploynment. 1d. Even if the education neets one of
these alternatives, there is an exception to the deductibility of
educati on expenses. Education expenses are not deductible if the
education allows the taxpayer to neet the m ni num educati onal
requirenents for his or her job or to qualify the taxpayer for a

new trade or business. Garwood v. Conmi ssioner, 62 T.C. 699

(1974); sec. 1.162-5(b), Inconme Tax Regs.

M. Farran testified that the $461 petitioners clained
represented m | eage expenses incurred when M. Farran travel ed
fromhis home in Farm ngton, Mnnesota, to his classes at Dakota
County Technical College. Passenger autonobiles are listed
property under section 280F, and strict substantiation is
therefore required. Sec. 274(d). No deduction is allowed for
any travel expense unless the taxpayer corroborates by adequate
records or by sufficient evidence corroborating the taxpayer’s
own statenent the anount of the expense, the m | eage for each
busi ness use of the autonobile and the total mleage for all use
of the autonobile during the taxable period, the date of the

busi ness use, and the busi ness purpose for the use. Sec. 1.274-
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5T(b)(6), Tenporary Incone Tax Regs., 50 Fed. Reg. 46016 (Nov. 6,
1985). Adequate records include the maintenance of an account
book, diary, |log, statenent of expense, trip sheets, and/or other
docunent ary evi dence, which, in conbination, are sufficient to
establish each el enent of expenditure or use. Sec. 1.274-
5T(c)(2)(i), Tenporary Incone Tax Regs., 50 Fed. Reg. 46017 ( Nov.
6, 1985).

Taxpayers may use a standard m |l eage rate established by the
I nternal Revenue Service in lieu of substantiating the actual
anmount of the expenditure. See sec. 1.274-5(j)(2), Incone Tax
Regs. The standard mleage rate is generally nultiplied by the
nunber of business mles traveled. See Rev. Proc. 2002-61, 2002-
2 C.B. 616 (in effect for transportation expenses incurred during
2003). The use of the standard m | eage rate establishes only the
anount deened expended with respect to the business use of a
passenger autonmobile. Sec. 1.274-5(j)(2), Income Tax Regs. The
t axpayer nmust still establish the actual mleage, the tine, and

t he busi ness purpose of each use. N cely v. Conm ssioner, T.C

Meno. 2006-172; sec. 1.274-5(j)(2), Incone Tax Regs.

Petitioners introduced a transcript from Dakota County
Technical College indicating that M. Farran took a variety of
courses in 2003, including hydraulics, industrial electronics,
and notor controls. M. Farran testified that he did not receive

a degree from Dakota County Technical College but testified that
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he received, essentially, a certificate. M. Farran testified
that the courses expanded his current skills and built on what he
al ready knew.

Petitioners also introduced a cal endar indicating the days
during the year that M. Farran drove back and forth to Dakota
County Technical College. M. Farran testified that petitioners
conput ed the deduction by determ ning the m | eage between their
home and Dakota County Technical College and then found the
correspondi ng anount of all owabl e expenses by applying the
m |l eage rate fornmula for 2003.

We are satisfied that M. Farran took courses at Dakota
County Technical College to inprove his skills as an aircraft
mechanic. W are also satisfied that M. Farran substanti ated
the m|eage and nmet the strict substantiation requirenents
relating to vehicle expenses through petitioners’ careful
recordkeeping on their calendar. W conclude that petitioners
are entitled to deduct $461 for education m | eage expenses.

Charitable Contributions

We finally consider petitioners’ charitable contributions.
Petitioners conceded at trial that they are not entitled to the
cash contributions they clained on their return for 20083.
Petitioners clainmed they contributed property worth $2,400 to

charitabl e organi zations in 2003.
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Charitable contributions a taxpayer nmakes are generally
deducti bl e under section 170(a). No deduction is all owed,
however, for any contribution of $250 or nore unless the taxpayer
substantiates the contribution by a contenporaneous witten
acknow edgnent of the contribution by a qualified donee
organi zation.” Sec. 170(f)(8)(A). The deduction for a
contribution of property equals the fair market value of the
property on the date contributed. Sec. 1.170A-1(c)(1), Incone
Tax Regs. The fair nmarket value of property is the price at
whi ch the property woul d change hands between a willing buyer and
a wlling seller, neither being under any conpul sion to buy or
sell and both having a reasonabl e know edge of relevant facts.
Sec. 1.170A-1(c)(2), Incone Tax Regs.

A taxpayer claimng a charitable contribution is generally
required to maintain for each contribution a cancel ed check, a
recei pt fromthe donee charitabl e organizati on show ng the nane
of the organi zation and the date and anount of the contribution,

or other reliable witten records showi ng the nane of the donee

"There are now stricter requirenents for contributions of
money. Sec. 170(f)(17). No deduction for a contribution of
nmoney in any anmount is allowed unless the donor maintains a bank
record or witten conmuni cation fromthe donee show ng the nane
of the donee organization, the date of the contribution, and the
anount of the contribution. 1d. This new provision is effective
for contributions nmade in tax years beginning after Aug. 17,

2006. Pension Protection Act of 2006, Pub. L. 109-280, sec.
1217, 120 Stat. 1080.
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and the date and anount of the contribution. Sec. 1.170A-
13(a) (1), Inconme Tax Regs.

Petitioners claimthey contributed property to three
charitabl e organi zations in 2003. W shall address each cl ai ned
contribution in turn. First, petitioners claimthey contributed
a 1989 Pontiac Sunbird with a value of $1,750 to Vol unteers of
Anerica, Inc. Petitioners introduced a donation receipt from
Vol unteers of Anerica, Inc. signed by a representative of the
organi zation, that substantiates petitioners indeed donated a
1989 Pontiac Sunbird and that petitioners received no goods or
services in exchange for the donation. Petitioners also
i ntroduced a page of the Kelley Blue Book for January-April 2003
i ndi cating that the suggested retail for their vehicle was $1, 750
at the time they donated it. Respondent introduced evidence
i ndicating that Volunteers of America, Inc. sold the Pontiac
Sunbird less than 2 nonths after it was donated in “as is”
condition for $40.

We have carefully exam ned the evidence presented on this
issue. W discount the evidence that the charitabl e organization

subsequently sold the vehicle for $40 for several reasons.?®

81f a charity sells the donated vehicle w thout any
significant intervening use or material inprovenent, the
deduction is now limted to the gross proceeds of the sale. Sec.
170(f)(12). This provision is effective for charitable
contributions nade after Dec. 31, 2004. Anerican Jobs Creation
(continued. . .)
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First, there is no evidence that the charity’s sale of the
vehicle was at arms length. For exanple, the charity could have
sold the vehicle to a needy person for a small anmount to further
the charity' s charitable goals. Second, there is no evidence
that the vehicle was in the sanme condition when the charity sold
it as when petitioners donated it. Certain parts of the vehicle
may have been sold separately, dimnishing its value, or the
vehi cl e may have been in an accident. On the other hand, the
Kel | ey Bl ue Book evidence that the vehicle was |listed at $1, 750
is areliable indicator of the vehicle's fair market value at the
tinme petitioners donated it. After carefully considering the
evi dence each side presented, we conclude that the vehicle was
worth $1,750 at the tinme petitioners donated it, and petitioners
have therefore substantiated their charitable contribution of
property worth $1,750 to Vol unteers of America, Inc.

We next turn to petitioners’ clained contribution of
property worth $650 to Goodwi || Industries. Petitioners
i ntroduced a Goodw | |/ Easter Seals docunent indicating that they
donat ed househol d, clothing, and other itens on Cctober 19, 2003,
and that petitioners received no goods or services in exchange.
The recei pt does not list the specific itens petitioners

contri but ed. M. Farran testified that he added the $650 val ue

8. ..continued)
Act of 2004, Pub. L. 108-357, sec. 884, 118 Stat. 1632.
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to the receipt hinself. Petitioners did not introduce any
evi dence indicating the specific itens petitioners contributed,
the estimated value of the itens, or the quality of the itens.
Whil e we are convinced that petitioners donated sone itens
to Goodw Il in 2003, petitioners have failed to provide any
evidence of the itens they donated or their estimted val ues.
Petitioners are therefore not entitled to deduct any anount for
contributions of property to Goodwi Il Industries in 2003.
Finally, petitioners claimthey donated sone property to
their childrens’ school in 2003. Petitioners’ tax return for
2003 does not indicate what anount petitioners deducted for
property they donated to their childrens’ school. Petitioners
subm tted various receipts indicating the purchase of itens such
as ice cream Baggies, and peanut butter. M. Farran testified
that the donations were made for itens used at |east partly by
petitioners’ children, such as ice creamfor their daughter’s
school birthday cel ebration. These anounts are nondeducti bl e
personal expenditures. Further, petitioners have failed to
substanti ate adequately these cl ai ned donations. Petitioners
introduced a letter fromthe elenmentary school indicating that
petitioners donated sone itens to their children’s classroons.
Dol I ar val ues of the itens donated are not provided in the
letter, and the letter is dated Septenber 2006, not

cont enporaneously with the contributions. Moreover, the other
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records petitioners submtted consist primarily of illegible
recei pts for personal itens. The proof petitioners provided is
not sufficient to support petitioners’ clained deduction for
contributions to their children’s school. W conclude that
petitioners are not entitled to deduct any anmount for
contributions of property to the school.

To reflect the foregoing and the concessions of the parties,

Deci sion will be entered

under Rul e 155.




